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I. INTRODUCTION

This matter comes before the Public Service Commission of South Carolina (the

"Commission") on the Application of Palmetto Wastewater Reclamation, LLC d/b/a

Alpine Utilities ("PWR" or "the Company") for an increase in rates and chm'ges for the

provision of sewer selwice and the modification of certain terms and conditions related to

the provision of such selwice which was filed July 2, 2012. The Application was filed

pursuant to S.C. Code Ann. § 58-5-240 (Supp. 2012) and 26 S.C. Code Ann. Regs. 103-

512.4.A (Supp. 2012) and 103-503 (Supp. 2012). By Order No. 2012-950 (December 20,

2012), the Commission granted a five-day exlension of time to issue a final decision in

this Docket as allowed by S.C. Code Ann. § 58-5-240(D) (Supp. 2012).

In a letter dated July 17, 2012, the Commission's Clerk's Office instructed PWR

to publish a prepared Notice of Filing and Hearing, one time, in newspapers of general

circulation in the area affected by PWR's Application. The Notice of Filing and Hearing

described the nature of the Application, included a comparison of current and proposed
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ratesfor both residentialand commercialcustomers,and advisedall interestedpersons

desiringto participatein theproceedingsandhearing,scheduledfor December6, 2012,

of the mannerand time in which to file appropriatepleadingsfor inclusion in the

proceedingsasapartyof recm'd.In thesameletter,theCommissionalsoinstructedPWR

to notify directly, by U,S.Mail, eachcustomeraffectedby the Applicationby mailing

eachcustomera copy of the Notice of Filing and Hearing. The Companyfiled an

Affidavit of Publicationdemonstratingthat theNotice of Filing andHearinghad been

duly publishedandprovideda lettercertifying that it hadcompliedwith the instructions

of theCommission'sClerk's Office to mail a copyof theNotice of Filing andHearingto

all customers.

As reflectedin the Notice of Filing and Hearing,the Companyproposednew

monthlysewerserviceratesof $34.14for residentialcustomers,$25.61for mobilehome

customers,and $34.14 per single family equivalent ("SFE") as a minimum for

commercialcustomers. The effectof the proposedincreaseon commercialcustomers

was shownin the Notice of Filing and Hearingas varying dependingon equivalency

factorssetout in AppendixA to SouthCarolinaDepartmentof HealthandEnvironmental

Control ("DHEC") Regulation61-67.

Through counsel, John C. Judy, Jr. intervenedon behalf of Ashland Park

Associates,a SouthCarolinageneralpartnershipwhereMr. Judy is the generalpartner

("Intervenor"). No otherpetitionto intervenewas filed in this casein responseto the

Notice of Filing andHearing. Pursuantto S.C.CodeAnn. § 58-4-10(B)(Supp.2012),
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the South CarolinaOffice of RegulatoryStaff ("ORS") is a party of record in this

proceeding.

OnNovember21,2012,PWRandORS(the"SettlingParties")filed a Settlement

Agreementpursuantto this Commission'sSettlementPoliciesandProcedures,asrevised

June 13, 2006. The Settling Partiesrepresentedto the Commissionthat they had

negotiateda resolutionto the issuespresentedin this caseand determinedthat their

interestswould bestbeservedby settlingunderthetermsandconditionssetforth in the

SettlementAgreement(the"SettlementAgreement"),which is attachedheretoasOrder

Exhibit No. 1. ORS statedin the SettlementAgreementthat the settlementservesthe

public interest in that it addressesthe concernsof the using and consumingpublic,

preservesthe financial integrity of the Company,andpromoteseconomicdevelopment

within theStateof SouthCarolina.By signingtheSettlementAgreement,counselfor the

Settling Parties acknowledgedtheir respectiveclients' consentto its terms. The

SettlementAgreementstatesthat the Settling Partiesview the terms thereof, which

providefor, inter alia, a monthly residential service rate of $29.00, a mobile home rate of

$21.76, a minimum commercial rate of $29.00 per single family equivalent, a resultant

operating margin of t4.94%, and certain modifications and additions to the Company's

rate schedule, to be just and reasonable.

II. TESTIMONY RECEIVED FROM THE SETTLING PARTIES,

THE INTERVENOR, AND THE PUBLIC WITNESSES

A public hearing was held in the offices of the Commission on December 6, 2012,

beginning at 10:30 a.m., to receive testimony from the Settling Parties, the Intervenor,
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and any public witnesses. The Honorable David A. Wright, Chairman of the

Commission,presided.PWR wasrepresentedby JohnM.S.Hoefer,Esquire. TheSouth

CarolinaOffice of RegulatoryStaffwasrepresentedby JeffreyM. Nelson,Esquire,and

CourtneyD. Edwards,Esquire. TheIntervenorwas representedby D. ReeceWilliams,

III, Esquire.

At the beginningof the hearing,the Commissionreceivedandplaced into the

recordtheSettlementAgreementasHearingExhibit 1withoutobjection.TheSettlement

Agreementstipulatesthepre-fileddirectandsettlementtestimoniesandexhibitsof PWR

witnessesFred (Rick) Melcher, III, Manager of Public Relations for Ni America

OperatingLLC (a subsidiaryof PWR's parent,Ni AmericaCapitalManagement,LLC);

DonaldH. Burkett, CPA, of the firm of Burkett,Burkett, andBurkett, P.A., CPAs;R.

StanleyJones,P.E.,SouthCarolinaPresidentfor Ni AmericaOperatingLLC; MarionF.

Sadler,Jr. of SadlerEnvironmentalAssistance;EdwardR. Wallace,Sr.,CPA,President

andCEO of Ni AmericaManagement,LLC; andDonald J. Clayton,Vice Presidentof

ManagementConsultingfor Tangibl,LLC] In addition,theSettlementAgreementalso

stipulatedinto the recordthepre-fileddirect testimoniesandexhibitsof ORSwitnesses

IvanaC. Gearheart,an Auditor employedby ORS,andHannahK. Majewski,Program

Specialistemployedby theORSWaterandWastewaterDepartment.By agreementof all

par_iesatthehearing,thepre-fileddirectand"rebuttal" testimoniesof Mr. Judyonbehalf

of the Intervenorwere alsostipulatedinto therecord. On motion of the Company,and

without objection, the Commissionalso took notice of its Order Number 18,862in

1Withtheconsentofallparties,Mr.WallacewaspermittedtoadoptMr.Clayton'stestimonyforpurposes
ofthehearinginthisma_er.SeeAmendedStandingHearingOfficerDirective,November28,2012.
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DocketNumbers18,314and17,764; OrderNumber2008-759in DocketNumber2008-

190-S;andOrderNumber2011-320in DocketNumber2011-65-S.

Twopublicwitnessestestifiedin oppositionto theApplicationandtheSettlement

Agreement. Mr. Vann Mullis statedthat he is the ownerof sixteenlow incomerental

units in thePWR servicearea,which haveonebedroomeach.Mr. Mullis statedthatthe

Company'ssewerrate design,which provides the sameflat rate monthly chargefor

detachedsinglefamily dwellingsand apartments,is not reasonableashe is chargedthe

samerate as detachedsingle family dwellings which are capableof having more

occupantsthan his one bedroomrental units. Mr. Roger Defoe, a residentof the

Glenhavensubdivisionin theCompany'sservicearea,testifiedthathedid notdisputethe

necessityof improvementsandrepairsthatthe Companyhasmadeto theAlpine system.

Mr. Defoestatedthathenonethelessbelievedthattheproposedpercentageincreasein the

Company'sresidentialrate,whichhecharacterizedas"almostdouble,"wastoohigh and

that a proposedoperatingmargin of nem'ly15% seemedhigh in view of low interest

rates,low inflation rate,andtheCompany'sstatusasamonopoly.

The Company presentedsummariesof the Settlement Testimoniesof its

settlementwitnesses,Mr. Burkett and Mr. Melcher. Ms. GearheartandMs. Majewski

presentedsummariesof theirDirectTestimonyandprovidedtestimonyfromthe standin

supportof the settlementfor ORS. Mr. Judypresentedsummariesof his Direct and

"Rebuttal"testimonyonbehalfof theIntervenor.

In supportof the SettlementAgreement,Mr. Burkett testified that, aspart of a

comprehensivesettlementof all issuesin this matter, PWR had agreedto cex_ain
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accountingadjustmentsthatwill allow theCompanytheoppol"mnityto earnanadditional

$1,221,740in annualrevenue.Accordingto Mr. Burkett,the agreed-uponmonthlyrates

of $29.00 for residentialcustomers,$21.76for mobile home customers,and $29.00

(minimum)persinglefamily equivalentfor commercialcustomers,resultin anoperating

marginof 14.94%which is lessthantheCompany'scurrentlyapprovedoperatingmargin

of 22.42%2. Mr. Burkettfurthernotedthatthetermsof theSettlementAgreementrequire

that the Companyforego additionalratecaseexpensesin excessof $44,000that were

incurredby the CompanythroughNovember30,2012,andthoseincurredafterthatdate

through the date of the hearing. Mr. Burkett stated that, in the context of a

comprehensivesettlement,the resultingoperatingmargin is fair and reasonable.Mr.

Burkettfurther testifiedthatthe SettlementAgreementis beneficialto theCompanyand

its customersin thatit bringsthematterto anendwithoutthedelayandtheuncertaintyof

further proceedings,allows the Companyan operatingmargin which doesnot exceed

thoseapprovedby the Commissionfor other jurisdictional utilities, and requiresthe

Companyto usemoreof eachdollar of revenueit receivesto defrayexpensesthan is

requiredunderthe currentoperatingmargin. Mr. Burkettfurthernotedthat a settlement

promotesadministrativeeconomy. Finally, Mr. Burkett statedthat an increasein rates

not exceeding15%as suggestedby Mr. Judywould result in the Companygenerating

additionalannualrevenueof approximately$250,000anda negativeoperatingmarginof

(8.68%)if all of the ORSaccountingadjustmentsadoptedin the SettlementAgreement

wereaccepted.

2Afterfilingupdatedratecaseexpenses,allowedbythesettlementagreementinDocketNo.2008-190-S,
theoperatingmargindecreasedto22.23%.
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Mr. Melcheralsotestifiedonbehalfof theCompanyin supportof theSettlement

Agreement.Hestatedthat theproposedincreasein monthlychargeswaswarranteddue

to the fact that theCompanyhad investedmore than$3,400,000in improvementsto the

Alpine systemsincethe Companyacquiredit in 2011andhadexperiencedincreasesin

operatingexpensessincethelast ratefiling wasmadebyits predecessor,AlpineUtilities,

Inc., in 2008. He statedthat theminimum monthlychargeof $29persinglefamily for

commercial customerswould vary dependingupon the number of equivalenciesa

commercialcustomerhasunderAppendixA to SouthCarolinaDepartmentof Healthand

EnvironmentalControl ("DHEC") Regulation61-67.

Mr. Melcheralsotestifiedin responseto intervenorJudy's testimony. Hestated

thatMr. Judy'sproposalthatchargesbesetbasedonpotablewaterconsumptionwasnot

practicablebecausethe Companydoesnot haveaccessto the City of Columbia'swater

billing recordsfor thecommercialshoppingcenterownedby the intervenorandthat the

Company would have concernsabout attaching a separatemeter to the City of

Columbia'swater linesservingtheshoppingcenter.He further testifiedthatMr. Judy's

proposedalternativeratedesigndid notaccountfor additionalcostsassociatedwith meter

reading,the requiredmeters,andownership,repair andreplacementof the meters. He

noted that Mr. Judy had not specified what rate would or should result from his

alternativeratedesign.

Mr. Judy testified in oppositionto the SettlementAgreement,stating that he

disagreedwith theproposedratedesign,whichprovidesthatthenumberof singlefamily

equivalenciesfor his shoppingcentertenants,which operaterestaurants,be setbased



DOCKETNO.2012-94-S-ORDER NO.2013-3
JANUARY 8,2013
PAGE8

upon the numberof seatsand not basedupon "water use." According to Mr. Judy,

PWR's predecessorin interest, Alpine Utilities, Inc., previously chargedfor sewer

serviceto theserestaurantsbaseduponwateruseandnot thenumberof seats.Mr. Judy

stated that his proposal to meter water usage and base sewer bills upon water

consumption"would be fair" becauseit would measureactual useof sewertreatment

servicesin thesamemannerthatelectric,gas,water,andtelephonecompanieschargefor

their servicesandwouldeliminatethe inclusionof chairsthat arenot beingusedin the

seatcountof arestaurant,particularlywherearestaurantis "poorlyperforming."

Mr. Judyfurtherassertedthat an increasein ratesof 10-15%wasreasonableand

implied that the Commissionconsiderthe 1.80%yield on a U.S. TreasuryBill as a

reasonableoperatingmarginfor the Company,which heacknowledged"to bea matter

concerningjudgement(sic) of the Public ServiceCommission." Respondingto the

Company'sassertionthat the monthly chargesto the ttn'eeAshlandPark Associates

accountswould increaseby $58.65,Mr. Judy testifiedthat theCommissionshouldalso

consideradditionalcostsof approximately$15,000he incun'edfor the installationof and

alterationto greasetrapsservingtenantsoperatingrestaurantsin hisshoppingcenterand

costsfor periodic inspectionsof thesegreasetraps. Mr. Judy further testified that he

believedthat the Companyshouldnot be permittedto simply tbxeatendisconnectionin

circumstanceswhere it requiresthe installationof or alterationsto a greasetrap by a

commercialcustomer.Heassertedthat thereshouldbesomeregulatorybodyto which a

customercouldcomplainin suchcircumstances.
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Lastly,Mr. JudyaskedthattheCommissionrequire"fairness"from theCompany

by adoptinghisproposedratedesignandoversightof how PWRdealswith its customers.

Undercross-examinationby the Commission,Mr. Judystatedthat hedid not takeissue

with theproposedmonthly commercialservicerate of $29per singlefamily equivalent

becauseheunderstoodthatcustomers"haveto paywhatit costs."

In support of the SettlementAgreement,Ms. Gearheartexplainedthat, upon

examiningthebooksandrecordsof theCompany,ORSproposedcertainaccountingand

pro formaadjustmentsnecessaryto normalizetheresultsof PWR'stest yearoperations.

ORS proposedadjustmentsremovednon-allowable,non-recun'ing,non-regulatoryor

outside-the-test-yem'expensesaswell asaportionof theallocatedoverheadproposedby

the Company. The net effect of the proposedadjustmentswas a reductionin the

Company'spro forma proposedoperatingexpensesin the amountof $482,476,which

wasacceptedby PWRaspartof theSettlementAgreement.

Also in supportof the SettlementAgreement,Ms. MajewskitestifiedthatPWRis

aNARUC ClassA wastewaterutility providingsewerservicein LexingtonandRichland

counties.Accordingto informationcontainedin the Company'sApplication,wastewater

collection and treatment serviceswere provided to 962 residentialcustomers,137

apartmentcustomers,and213 commercialcustomeraccountsduring the testyear. Ms.

Majewski testified that, as part of ORS's BusinessOffice ComplianceReview, ORS

found thatPWR was in compliancewith Commissionrulesandregulations. Shestated

that, as part of ORS's systemfacilities inspection,it was notedthat PWR was in the

processof makingextensiverepairsandupgradesto the wastewatertreatmentplant and
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hadimplementedafive yearplanfor acompleteupgradeto thewastewatercollectionand

treatmentsystem.ShenotedthatPWRis responsive,to DHEC and federal environmental

requirements applying to the operation of the Alpine system and had received a

"satisfactory" rating in DHEC's last compliance rating. According to Ms. Majewski,

ORS made adjustments to the Company's per books operating revenue in the amount of

($36,391) (excluding late fees, other, and miscellaneous revenues), which included

applying the current Commission approved rates to all customers, including the

Landmark Apartments and the Groves Homeowners Association. 3 With these

adjustments, ORS calculated Alpine's test year service revenue for residential and

commercial sewer operations, as adjusted, to be $1,652,937, excluding other and

miscellaneous revenues.

The Settling Parties asserted before the Commission that the Settlement

Agreement provides a schedule of proposed rates, terms, and conditions that are just and

reasonable to both the Company and its customers. As previously noted, Mr. Judy did

not disagree with the proposed rates resulting from the Settlement Agreement; nor did he

challenge any of the revenue or expense figures or adjustments thereto or assert a rate

which would result from his alternative rate design proposal. As also previously noted,

the Settlement Agreement establishes a residential and apartment rate of $29.00 per unit

per month, a mobile home rate of $21.76, and a minimum commercial rate of $29.00 per

3Under tile Settlement Agreement, the test year revenues and the settlement revenues after the agreed-upo_l

increase are based on the application of the Commission approved rates and the settled rates, respectively,
to all customers. Therefore, the under-collected revenue resulting from the rates charged to Landmark

•Apartments and the Groves Homeowners' Association has been imputed to the Company. Because of this
imputation, the remaining customer base is not adversely impacted by the utility charging these reduced
rates.
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single family equivalent. The rates proposedunder the SettlementAgreement,as

adjusted,result in an increasein annualrevenuesof $1,221,740for total revenuesof

$2,895,061.

III. FINDINGS OF FACT

Based upon the Application, the Settlement Agreement, the Direct and Settlement

Testimony, and Exhibits received into evidence at the hearing, and the entire record of

these proceedings, the Commission makes the following findings of fact:

1. By statute, the Commission is vested with jurisdiction to supervise and

regulate the rates and service of every public utility in this State, together with the duty,

after hearing, to ascertain and fix such just and reasonable standards, classifications,

regulations, practices and measurements of service to be furnished, imposed, observed

and followed by every public utility in this State. S.C. Code Ann. § 58-5-210 (1976).

The Company is engaged in the business of providing wastewater collection and

treatment services to the public for compensation in portions of Richland and Lexington

counties and is therefore a public utility subject to the Commission's jurisdiction.

2. The Company is lawfully before the Commission on an Application for

rate relief and modifications to the terms and conditions of its services pursuant to S.C.

Code Ann. § 58-5-240(A) (Supp. 2012) and 26 S.C. Code Ann. Regs. 103-503 and 103-

512.4.A.

3. The appropriate test yea:' for use in this proceeding is January 1,2011, to

December 31,2011.
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4. The Company,by its Application, originally sought an increasein its

annualsewerservicerevenuesof $1,704,476,basedupon a proposedmonthly sewer

servicechargeof $34.14for residentialcustomers,$25.61for mobilehomecustomers,

and$34.14persinglefamily equivalent(asa minimum)for commercialcustomers.

5. The Companyand ORSsubmittedevidencein this casewith respectto

PWR's revenuesand expensesusing a test yearconsistingof the twelve (12) months

endedDecember31,2011. TheSettlementAgreementis baseduponthesametestyear

andreflects adjustmentsto the test year revenueand expensefigures as proposedby

PWRandadjustedby ORS.

6. IntervenorJudy submittedno evidencewith respectto PWR's test year

revenuesand expensesasproposedto be adjusted,the revenuesand expensesresulting

from theSettlementAgreement,or therevenues,expensesor resultingrateswhichwould

arisefrom adoptionof Mr. Judy'ssuggestedincreasein ratesnot to exceed15%.

7. OnNovember21,2012,ORSfiled the SettlementAgreementonbehalfof

the Settling Partieswhich resolvedthe issuesin this proceedingwith respectto the

SettlingParties.4

8. The SettlementAgreementprovides for an increasein revenue,after

accountingand pro forma adjustmentsof $1,221,740,basedupona proposedmonthly

sewer service charge of $29.00 for residentialcustomers,$21.76 for mobile home

customers,and $29.00per single family equivalent(as a minimum) for commercial

4Although the Intervenor is not a signatory to the Settlement Agreement, as noted above, the Intervenor did
not take issue with the rates proposed by the Settlement Agreement or dispute any of the expense and
revenue figures, as adjusted, proposed by the Settling Parties.
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customers,andadoptsanoperatingmarginthatis within therangetestifiedto by ORS's

witness.

9. After careful review and considerationby this Commissionof the

SettlementAgreement,the evidencecontainedin the recordof this case,including the

testimonyof the witnesses,the Commissionfinds and concludesthat the Settlement

Agreementresultsin just and reasonableratesand chargesfor the provision of sewer

serviceagreedto by theParties.Basedon theoperatingrevenues,income,andexpenses

agreedupon by the SettlingParties,the resultingallowableoperatingmargin for the

Companyis 14.94%.See S.C. Code Ann. § 58-5-240(H) (Supp. 2012).

10. The Commission finds that PWR has invested approximately $3.4 Million

in plant, equipment, and facilities since its last rate proceeding, that its expenses have

increased by $857,380 since the end of the test year in its last rate relief proceeding, and

that, after accounting and pro forma adjustments, the Company has a negative net income

of ($321,931) and a negative operating margin of (19.24%). The rates and charges

agreed to by the Parties in the Settlement Agreement, which is hereby adopted and

attached to this Order as Order Exhibit No. 1, are just and reasonable, fairly distribute the

costs of providing service as reflected in the Company's revenue requirement, and allow

PWR to continue to provide its customers with adequate sewer service. We find that the

rate schedule attached to the Settlement Agreement provides terms and conditions for

sewer service that are also just and reasonable. FreSher, the agreed upon rates allow the

Company an opportunity to earn a reasonable return on its investment. We therefore find

that the proposed rates, charges, and terms and conditions of service contained in the rate
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scheduleattachedasExhibit 1 to the SettlementAgreement,whichhasbeenenteredinto

therecordof this casewithout objectionandis attachedto this Orderasapart of Order

ExhibitNo. 1,arejust andreasonableandareherebyapprovedin their entirety.

11. The Commissionfinds that the proposedmodificationsand additionsto

the terms and conditions of the Company'ssewerservice,as well as the additional

chargesrelatedto that service,setout in the SettlementAgreementareappropriate,just

andreasonable.

IV. EVIDENCE AND CONCLUSIONS

EVIDENCE FOR FINDINGS OF FACT AND CONCLUSIONS OF LAW 1-3

The Company is a public utility subject to the jurisdiction of the Commission

pursuant to S.C. Code Ann. §§ 58-3-140(A) (Supp. 2012) and 58-5-210 (1976). The

Commission requires the use of an historic twelve-month test period under 26 S.C. Code

Ann. Regs. 103-824.A (3) (Supp. 2012). These findings of fact and conclusions of law

are informational, procedural and jurisdictional in nature and are not contested by any

patty of record in this proceeding.

EVIDENCE FOR FINDINGS OF FACT AND CONCLUSIONS OF LAW 4-11

The Commission last approved an increase in PWR's rates in Order No. 2008-759

issued November 6, 2008, in Docket No. 2008-190-S, which allowed an operating margin

for the Company of 22.23% and utilized a test year consisting of the twelve months

ending December 31, 2007. On July 2, 2012, PWR filed its Application seeking an

increase in annual revenues of $1,704,476. The Company and ORS submitted evidence
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in this casewith respectto revenuesand expensesusinga test year consistingof the

twelve monthsending December31, 2011. The SettlementAgreementfiled by the

partieson November21, 2012,is baseduponthe sametest yearand providesfor an

increasein annualservicerevenuesof $1,221,740,which resultsin anoperatingmargin

of 14.94%.

a) Need for Rate Relief

Both Company witness Wallace (adopting the testimony of PWR witness

Clayton) and ORS witness Gearheart testified that, at its cun'ent rates, PWR was

experiencing a negative operating margin of approximately (19%) after accounting and

pro forma adjustments. Mr. Wallace testified that PWR's expenses have increased since

its last rate increase, customer growth has been low, and that, without rate relief, PWR

would not be able to continue meeting its financial obligations and attract investment

capital for plant expansions and replacements. Additionally, Mr. Wallace and ORS

witness Majewski testified that PWR was in the process of making further capital

improvements to the wastewater treatment plant and collection system. Company

witnesses stated that the cost of the completed capital improvements, at the time the

Application was filed, was approximately $3.4 Million and that additional improvements

would be made, all as required under a Memorandum of Understanding executed by the

Company and DHEC in connection with DHEC's approval of the transfer of the National

Pollutant Discharge Elimination System ("NPDES") permits from Alpine Utilities, Inc. to

Palmetto Wastewater Reclamation, LLC. Mr. Wallace and Ms. Majewski referenced in

their testimonies the Company's implementation of on-going maintenance programs and
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installationof plant additionsdesignedto reduceinflow and infiltration and sanitary

seweroverflowsin the PWR system. No testimonyfrom the Intelwenoror anypublic

witnessdisputedthe facts or figures describedin the foregoing Companyand ORS

witnesses'testimonies.

b) Approved Rates and Resulting Operating Margin

In his testimony, Company witness Burkett stated that the rates agreed to by the

Settling Parties in the Settlement Agreement generated a 14.94% operating margin and

were reasonable in the context of a comprehensive settlement. This resulting operating

margin is within the range of operating margins recommended by ORS witness

Majewski. In his testimony, Mr. Judy asserted that an increase in rates not exceeding

15% would be appropriate and appears to contend that monthly sewer service rates that

generate a "return" similar to a 1.80% yield on U.S. Treasury bills in October of 2012

would be appropriate, but acknowledged that the rates and return on investment for a

public utility is a matter of judgment for the Commission. Company witness Burkett

testified that an operating margin of 1.8% could not be achieved if an increase in rates of

only 15% was approved; to the contrary, Mr. Burkett stated that a 15% increase in rates

based upon the adjustments to revenues and expenses set forth in the Settlement

Agreement would result in a negative operating margin of (8.68%).

e) Additional charges and terms and conditions of service

The Company proposed a variety of changes in its rate schedule to reflect the

addition of certain charges for, and terms and conditions of service related to, its
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provision of sewer service. With the exception of the monthly service rates and a slight

modification to Section 7, 5 the Settlement Agreement adopts the proposed rate schedule

attached to the Company's Application in its entirety. The charges, terms and conditions

added to the Company's rate schedule, as described in the testimony of PWR witness

Melcher, are consistent with pertinent provisions of Commission regulations or rate

schedule provisions approved by the Commission for use by other utilities. In the latter

regard, the Commission notes specifically that the adoption of Appendix A to DHEC

regulation 61-67 is supported not only by the testimonies of Company witnesses Melcher,

Sadler, and Wallace and ORS witness Majewski, but is consistent with rate schedules

approved by the Commission for a number of other jurisdictional sewer utilities,

including Palmetto Utilities, Inc., a sister subsidiary of the Company.

d) Rate Design

The Settlement Agreement contemplates that the current rate design featuring a

flat monthly charge for sewer service be retained. While both Mr. Judy and Mr. Mullis

proposed modifications to the rate design, neither specified what rates should be used to

generate the additional annual revenue found appropriate for the Company or how any

5 This modification adds the requirement that the Company have in place general liability insurance
coverage with limits of at least $1 Million per event and $2 Million in aggregate prior to unde1_aking any
inspection, cleaning, maintenance, repairs or replacements of satellite systems. The Commission takes
notice of the fact that, under applicable DHEC regulations, the Company, as a manager of wastewater from

satellite systems, is authorized to impose more stringent requirements on the owners of satellite systems
than are required by DHEC itself to prevent and/or minimize system failures that would lead to public
health or environmental impacts. See S.C. Code Ann. Regs. 61-9.610.1 - 61-9.610.3. Accordingly,
requirements placed upon owners of satellite systems under Section 7 of the rate schedule, including the
requirement that inspections of such systems be conducted annually, is within the Company's authority as a
matter of environmental regulation.
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additional costsarising from an alternativeratedesignshouldbe recovered. Further,

neitheralternativeratedesignproposalispractical.

As notedabove,PWRdoesnot haveaccessto waterbilling recordsor theright to

meter flow from a City of Columbiawater line to affect the alternativerate design

proposedby Mr. Judy. Also, in orderto implementMr. Judy'sproposal,theCompany

wouldberequiredto incur costswhich Mr. Judystatedin his testimonyshouldbepassed

on to the customer. But Mr. Judyoffers no informationwith respectto the amountof

thesecostsand,asnotedabove,nosuggestionregardingtherateswhichwould result.6

For his part, Mr. Mullis seeksa ratedesignwhich wouldprovide for a reduced

rateto his rentalunits on thebasisthat theyall haveonly onebedroomand asse:tsthat

the cun'entrate design is thereforenot reasonable;implicitly, Mr. Mullis arguesthat

becausedetachedsingle family dwellingscan have more than one bedroom,the rate

chargedto his rentalunits shouldbe lower. Althoughit hassurfaceappeal,Mr. Mullis'

requestwould create non-uniform rates among residential customersand therefore

increasetheCompany'sbilling costs.Further,this requestfails to recognizethatasingle

family residencewith multiplebedroomscouldeasilyhavea singleoccupantwhile a one

6Asalsonotedabove,Mr. JudyassertedthatAlpineUtilities,Inc.hadatonetimechargedfor sewer
servicebaseduponwaterconsumption.Thisassertionwouldappeartobecontradictedbythetestimony
andCommissionrecords,includingtherateschedulesapprovedbythisCommissioninthelasttwoorders
approvingrateincreasesforAlpineUtilities,lnc.,whichareOrderNo. 18,862andOrderNo.2008-759
andofwhichwetakenoticeinaccordancewithR.I03-846.Cofourrulesofpractlceandprocedure.These
approvedrateschedulesreflectthatsinceatleast1975,therateschargedforservicetorestaurants(other
thanthe"drive-tin'a"type)havebeenbasedonseatcountsandnotonwateruse.Moreover,thetestimony
oftheORSwitnessMs.MajewskireflectsthattheCommissionapprovedrates(withtheexceptionoftwo
apartmentcomplexesdescribedherein)wereappliedto all customers.Thistestimonywouldtendto
establishthatthe current charges for these restaurants have been based on seat counts and not water use as
such a discrepancy would have been noted in ORS's revenue calculations. In short, Mr. Judy's assertion
that a change in commercial rates based on water use to rates based on seats in a restaurant was first applied
to restaurants in the Ashland Park shopping center "several years ago" is simply not borne out by the record
in this case.
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bedroom apartment could have two or more occupants and that demand for system

capacity by any given customer can vary from time to time. Mr. Mutlis offered no

information with respect to how such fluctuations would be addressed under his

alternative rate design proposal. Further, some level of subsidization within a class of

customers will always exist in any uniform rate design as differences in occupancy levels

and usage patterns will inevitably exist between customers in a given class. Uniform

rates are generally preferred and the burden of establishing the reasonableness of a non-

uniform rate design lies with those seeking it. See, August Kohn and Co,, Inc. v. The

Public Service Commission of South Carolina, 281 S.C. 28, 313 S.E.2d 630 (1984). For

the reasons discussed above, we conclude that this burden has not been met in the present

case.

Rate design is a matter of discretion for the Commission. In establishing rates, it

is incumbent upon us to fix rates which "distribute fairly the revenue requirements [of the

utility.]" See, Seabrook Island Property Owners Association v. S.C. Public Service

Comm'n, 303 S.C. 493, 499, 401 S.E.2d 672, 675 (1991). Our determination of

"fairness" with respect to the distribution of the Company's revenue requirement is

subject to the requirement that it be based upon some objective and measurable

framework. See Utilities Services of South Carolina, Inc. v. South Carolina Office of

Regulatoly Staff 392 S.C. 96, 113-114, 708 S.E.2d 755, 764-765 (2011). The current

rate design providing for uniform, flat rates for residential customers meets this

requirement in that it recognizes that residential wastewater flow can vac¢ considerably

by and among customers, but that there is no means by which these variances in demand
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maybereadilyandeconomicallymeasured.Thus,spreadingthecostassociatedwith that

serviceequallyamongall customerswithin the classis bothobjectiveandmeasurable.

Similarly, the impositionof flat ratesoncommercialcustomersbaseduponequivalencies

establishedunderthe DHEC guidelinesfound in AppendixA to R. 6t-67 satisfiesthis

requirementin thatit treatssimilarly situatedcommercialcustomersuniformly. In short,

the rate designproposedby the SettlementAgreementis reasonableas it satisfiesthe

foregoingrequirements.

e) Grease Traps and Administrative Oversight

Mr. Judy complained about the cost associated with alterations required by PWR

to an existing grease trap installed in 1986 at the rental premises occupied by one tenant

operating a restaurant in Ashland Park shopping center, He further complained regarding

the cost associated with the installation of a new grease trap required by PWR at rental

premises occupied by another tenant operating a restaurant in that shopping center. Mr.

Judy stated that these two grease trap projects cost approximately $15,000 to complete

and that he would incur costs for inspection and cleaning of the grease traps. Mr. Judy

fm'ther stated that, in terms of analyzing the effect of the rate increase contemplated by

the Settlement Agreement, the Commission should consider these costs as well as the

increase to the monthly charges on the three accounts Ashland Park Associates has with

PWR. Mr. Judy also testified that he believed some additional "administrative oversight"

was needed to preclude PWR from threatening termination of service in the event of non-

compliance with the Company's grease trap requirements.
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As noted in the testimony of PWR witness Melcher, the Company's right to

impose requirements with respect to enforcement of grease trap construction,

maintenance and operation exist independent of any proposed language in the Company's

rate schedules. Rather, the Company's right to impose these requirements m'ises under

provisions of federal and state law, including Environmental Protection Agency

regulations set out in part 40 of the Code of Federal Regulations sections 129.4 and

401.15 (defining grease as a pollutant) and S.C. Code Ann. § 48-1-90 (prohibiting the

unpermitted discharge of pollutants into the environment). As noted by Mr. Metcher,

subsections B, E and N of R. 103-535 of our regulations authorize the Company to

terminate service where a customer introduces pollutants into the PWR system.

Similarly, the costs incurred by Mr. Judy in complying with the Company's

standards for construction, maintenance, operation and repair of the grease traps at

Ashland Park shopping center are not a consideration in our deterulination of just and

reasonable rates, as they do not involve any rate, charge, or fee imposed or collected by

the Company. However, and as testified to by Company witness Melcher, the

uncontrolled presence of grease increases PWR's maintenance and operations expenses.

This is a consideration in our determination of just and reasonable rates as such increased

expenses are passed on to all customers.

Finally, in terms of oversight regarding PWR's imposition of requirements

pertaining to grease traps, Mr. Judy contends that he does not have any recourse when the

Company tba'eatens termination of service for a failure or refusal on his part to comply

with such requirements. This is incorrect as any customer who believes that the
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Company is acting in a manner contrary to law, regulation, or its approved rate schedule

may seek relief from this Commission after first raising the issue with ORS. See S.C.

Code Ann. § 58-5-270 (Supp. 2012). 7

NOW, THEREFORE, IT IS HEREBY ORDERED THAT:

1. The Settlement Agreement, including attachments is attached hereto as

Order Exhibit No. 1, and is incorporated into and made a part of this Order by reference.

2. The Settlement Agreement between the Parties is adopted by this

Commission and is approved as it produces rates that are just and reasonable and in the

public interest as well as authorizing a reasonable operating tam'gin for the Company.

3. The rates imposed shall be those rates agreed upon in the Settlement

Agreement between the Settling Parties and shall be effective for service rendered on and

after February 1, 2013.

4. The Company is entitled to the opportunity to emna a 14.94% operating

margin.

5. The Company's books and records shall continue to be maintained

according to the NARUC Uniform System of Accounts.

7 Mr, Judy states in his "rebuttal" testimony that he "talked by phone to the Public Service representative
about this and it was explained 'they have the right!'" The Commission and its staffdo not communicate
with customers regarding matters that are, or can reasonably be expected to become, issues in a proceeding
before us (see S.C. Code Ann. §58-3-260(B)(Supp. 2012)) and would have referred any communication of
the type described by Mr. Judy to the ORS. We have no record of any such contact by Mr. Judy or referral
of such contact to ORS and therefore assume that he in fact raised his concerns about PWR's grease trap
requirements directly with the ORS. Although it is not at issue before us in this proceeding, we nonetbeless
observe that nothing in tile record before us suggests that any basis for a complaint against PWR exists in
this regard.
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6. The Company shall continue to maintain a performance bond in the

amount of $350,000 pursuant to S.C. Code Ann. § 58-5-720 (Supp.2012).

7. This Order shall remain in full force and effect until further Order of the

Commission.

BY ORDER OF THE COMMISSION:

David A. Wright, Chairman

ATTEST:

aar}dy Mi_chelljVice Chair_hhn

(SEAL)
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IN RE:

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2012-944;

November 21, 2012

)
Application of Palmetto Wastvwater )
Reclamation, LLC d/b/a Alpine Utilities )
for Adjustment of Rates and Charges )

SETTLEMENT AGREEMENT

This Settlement Agreement is made by and between Palmetto Wastewater Reelamatlon,

LLC d/b/a Alpine Utilities ("PWR Alpine" or the "Company") and the South Carolina Office of

Regulatory Staff("ORS") (collectively referred to as the "Parties" or sometimes individually as a

"Party").

WHEREAS, on July 5, 2012, PWR Alpine filed an Application for the Adjustment of

Rates and Charges (the "Application") requesting that the Commission approve the revised rotes,

charges, conditions, and lerms of service in ceazin areas of Riehland and Lexington counties;

WHEREAS, the above_-eaptioned proceeding has been established by the Public Service

Commission of South Carolina (the "Commission") pursuant to the procedure established in 8.C.

Code Ann. § 58-5-240 (Supp. 2011) and 26 S.C. Code Ann. Regs. 103-512.4.B;

WHEREAS, the Company provides sewer service to approximately 962 residential, 137

residential multi-family units, and 213 commercial account customers in Riehland and Lexington

Counties, South Carolina;



Order Exhibit No. 1
Docket No. 2012-94-S

Order No. 2013-3

January 8, 2013
Page 2 of 34

WHEREAS, ORS has examined the books and records of the Company relative to the

issues raised in the Application and has conducted financial, business, and site inspections of

PWR Alpine and its wustewater collection and treatment facilities; and

WHEREAS, the Parties have engaged in discussions to determine whether a settlement in

this proceeding would be in the best interests of the Company and the public interest;

NOW, THEREFORE, the Parties hereby stipulate and agree to the following terms,

which, if adopted by the Commission in its Order on the merits of thls proceeding, will result in

rates and charges for sewer service which are adequate, just, reasonable, nondiscriminatory, and

supported by the evidence of record of thls proceeding, and which will allow the Company the

opportunity to earn a reasonable operating margin.

1. The Parties stipulate and agree to the rate schedule attached hereto and

incorporated herein by reference as Settlement Agreement Exhibit 1. As reflected therein, the

Parties have agreed to a fiat rate of $29.00 per month for residential sewer service, a fiat rate of

$21.76 for mobile home service, and a minimum flat commercial $29.00 per month for each

single-family equivalent ("SFE") for commerelal service. The Parties also stipulate and agree to

modifications to certain rate schedule language as set forth in the Application and as further

modified by the succeeding sentence.s of this paragraph 1. The Company has proposed in its rate

schedule and in the direct testimony of its witness Edward R. Wallace, CPA, that owners or

operators of satellite sewer systems connected to the Company's wastewater collection and

transportation system, which are subject to regulation by the South Carolina Department of

Health and Environmental Control, including that provided for under S.C. Code Regulations RR

61-9.610.1, et seq., be subject to certain requirements, including the obligation of the owner or

operator of such a satellite system to inspect, clean, repair, modify or replace same. ORS agrees

Page 2 of8
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to the inclusion of such language in Section 7 of the Company's proposed rate schedule,

provided that it is modified to reflect that any inspection, cleaning, maintenance, repair or

replacement undertaken by Company, which would be permitted in the event the owner or

operator of the satellite system fails to do so in accordance with the requlrements of Section 7, be

allowed only where Company or its contractor has in place general liability insurance coverage

of at Wast One Million ($1,000,000) Dollars per cvenffoecurrenee and Two Million ($2,000,000)

Dollars in aggregate, prior to undertaking such inspection, cleaning, maintenance, repair, or

replacement.

2. The Parties agree that a rate of $29.00 per month represents an increase of

$12.25 per month 1_om the current rate of $16.75 per month and is fair, just, and reasonable to

customers of the Company's system while also providing PWR Alpine with the opportunity to

recover the revenue required to earn a fair operating margin. The Parties stipulate that the

resultant operating margin is 14.94%.

3. The Parties agree that ORS shall have access to all books and records of this

system and shall perform an examination of these books as necessary.

4. PWR Alpine agrees to keep its books and records in accordance with the National

Association of Regulatory Utility Commissioners Uniform System of Accounts as required by

the Commission's rules and regulations.

5. The Company agrees to file all necessary documents, bonds, reports and other

instruments as required by applicable South Carolina statutes and regulations for the operation of

a sewer system.

6. The Company agrees that this system is a "public utility" subject to the

jurisdiction of the Commission as provided in S.C. Code Ann. § 58-5-10(4) (Supp. 2011). The

Page 3 of 8
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Company agrees to maintain its current bonding amount of $350,000 in satisfaction of the bond

requirements set forth in S.C. Code Aun. § 58-5-720 (Supp. 2011).

7. The Parties agree to cooperate in good faith with one another in recommending to

the Commission that this Settlement Agreement be accepted and approved by the Commission as

a fair, reasonable and full resolution of the above-captioned proceeding. The Parties agree to use

reasonable efforts to defend and support any Commission Order issued approving this Settlement

Agreement and the terms and conditions contained herein.

8. The Parties agree to stipulate into the record the pre-filed direct and settlement

testimonies and exhibits of Donald H. Burkett and Fred (Rick) Melcher, ]H and the pre-filed

direct testimonies and exhibits of Donald J. Clayton, 1L Stanley Jones, Marion F. Sadler, Jr., and

Edward R. Wallace, Sr. on behalf of PWR Alpine, as well as the pre-filed direct testimony and

Settlement Agreement Audit Exhibits ICG-1 through ICO-4 (Settlement Agreement Exhibit 2) of

ORS wilness Ivana C. Gesrheart and the pre-filed direct testimony and Revised Exhibits HKM-1

through HKM-6 (Settlement Agreement Exhibit 3) of ORS witness Hannah K. Majewski in

support of this Settlement Agreement.

9. The Parties hereby stipulate that the effect of the proposed increase in rates

reflected in Settlement Agreement Exhibit 1 upon Ashland Associates, which along with its

owner, John C. Judy, Jr., are the only intervenors in this matter, will be to increase monthly

charges from $706.08 to $764.73, which is an increase of 8.3%.

10. ORS is charged by law with the duty to represent the public interest of South

Carolina pursuant to S.C. Code Ann. § 58-4-10(B) (Supp. 2011). S.C. Code § 58-4-10(B)(1)

through (3) reads in part as follows:

... 'public interest' means a balancing of the following:

Page 4 of 8
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(1) concerns of the using and consuming public with respect to
public utility services, regardless of the class of cnstemer;

(2) economic development and job attraction and retention in
SouthCarolina;and

(3) preservation of the financial integrity of the State's public
utilities and continued investment in and maintensncc of

utility fac'flittas so as to provide reliable and high quality

utility services.

ORS believes the agreement reached between the Parties serves the public interest as

defined above. The terms of this Settlement Agreement balance the concerns of the using public

while preserving the financial integrity of the Company. ORS also believes the Settlement

Agreement promotes economic development within the State of South Carolina. The Parties

stipulate and agree to these findings.

10. The Parties agree that by signing this Settiement Agreement, it wilt not constrain,

inhibit or impair in any way their arguments or positions they may choose to make in future

Commission proceedings. If the Commission should decline to approve the Settlement

Agreement in its entirety, then any Party desiring to do so may withdraw from the Settlement

Agreement without penalty.

I 1. This Settlement Agreement shall bc interpreted according to South Carolina law.

12. Each Party acknowledges its consent and agreement to this Settlement Agreement

by authorizing its counsel to affm his or her signature to this document where indicated below.

Counsel's signature represents his or her representation that his or her client has authorized the

cxccution of this Settlement Agreement. Facsimile slgnatures and email signatures shall be as

effective as original signatures to bind any party. This document may bc signed in counterparts,

with the various signature pages combined with the body of the document constituting an

original and provable copy of this Settlement Agreement.

Page 5 of 8
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13, The Parties represent that the terms of this Settlement Agreement are based upon

full and accurate information known as of the date this Settlement Agreement is executed. If,

after execution, either Party is made aware of information that conflicts, nullifies, or is otherwise

materially different than that informallon upon which this Settlement Agreement is based, either

Party may withdraw from the Settlement Agreement with written notice to the other Party.

[PARTY SIGNATURES TO FOLLOW ON SEPARATE PAGES]

Page 6 of 8
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Representing the South Carolina Office of Regulatory Staff

1401 Main Street, Suim 900
Columbia, South Carolina 29201
Tel.: (803) 737-0823

(803) 737-8440
Fax: (803) 73%0895
E-mail: j nelson@regstaff.so.gov

eedwards@rcgstaff, se,gov

Pago 7 of 8
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Representing Palmetto Wastewater Reclamation, LLC d/b/a Alpine Utilities

Benjamin P. Mustian, Esqui_ -/

Willoughby & l_oefer, P.A,
Post Office Box 8416

930 Richland Slreet

Columbia, South Carolina 29202

Tel.: (803) 252-3300
Fax: (803) 256-8062

E.marl: jhoefer@willoughbyhoefer.com

bmustian@willoughbyhoefer.com
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SETTLEMENT AGREEMENT

EXHIBIT 1

Rate Schedule
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PALMETTO WASTEWATER RECLAMATION LLC
D/B/A ALPINE UTILITIES

1710 WOODCREEK FARMS ROAD

ELGIN, SC 29045
(803) 699-2422

EXHIBIT "A"

PROPOSED SEWER RATE SCHEDULE

MONTHLY CHARGE

a, Residential - Monthly charge per

single-family house, condominium,
villa or apartment unit $29.00

b. Mobile Homes $ 21.76

e, Commercial - Monthly charge per
single-family equivalent $ 29.00

d_ The monthly charges listed above are minimum charges and shall apply even if

the equivalency rating is less than one (1). If the equivalency rating is greater

than one (1), then the monthly charges may be calculated by multiplying the
equivalency rating by the monthly charge of $29.00.

Commercial customers are those not included in the residential category above and
include, but are not limited to, hotels, stores, restaurants, offices, industry, etc. Minimum
commercial customer equivalency ratings may exceed one (1) in some cases.

The Utility may, for the convenience of the owner, bill a tenant in a multi-unit building,
consisting of four or more residential units which is served by a master sewer meter or a

single sewer connection. However, in such cases all arrearages must be satisfied before
service will be provided to a new tenant or before interrupted service will be restored.

Failure of an owner to pay for services rendered to a tenant in these circumstances may
result in service interruptions.
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PAGE 2 - EXHIBIT A

2. NONRECURRING CHARGES

a, Sewer service connection charge per

single-family equivalent $250.00

b, The nonrecurring charges listed above are minimum charges and apply even if the
equivalency rating is less than one (1). If the equivalency rating is greater thazl

one (1), then the proper charge may be obtained by multiplying the equivalency
rating by the appropriate fee. These charges apply and are due at the time new

service is applied for, or at the time connection to the sewer system is requested.

3. NOTIFICATION 1ACCOUNT SET-UP AND RECONNECTION CHARGES

a, Notification Fee: A fee of $25.00 shall be charged each customer to whom the

Utility mails the notice as required by Commission Rule RA03-535,1 prior to

service being discontinued. This fee assesses a portion of the clerical and mailing
costs of such notices to the customers creating that cost.

b, Customer Account Charge: A fee of $20.00 shall be charged as a one-time fee to
defray the costs of initiating service.

C. Reconnection charges: In addition to any other charges that may be due, a
reconnection fee of $250.00 shall be due prior to the Utility reconnecting service

which has been disconnected for any reason set forth in Commission Rule R.103-
532.4. Where an elder valve has been previously installed, a reconnectinn charge

of thirty-five dollars ($35.00) shall be due. The amount of the reconnection fee
shall be in accordance with R.103-532,4 and shall be changed to conform with
said rule as the rule is amended from time to time.

4. BILLING CYCLE

Recurring charges will be billed monthly. Nonrecurring charges will be billed
and collected in advance of service being provided.

5. LATE PAYMENT CHARGES

Any balance unpaid within twenty-five (25) days of the billing date shall be
assessed a late payment charge of one and one-half (1½%) percent.

6. TOXIC AND PRETREATMENT EFFLUENT GUIDELINES

The Utility will not accept or treat any substance or material that has been def'med

by the United States Environmental Protection Agency ("EPA") or the South Carolina
Department of Health and Environmental Control ("DHEC") as a toxic pollutant,
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.

hazardous waste, or hazardous substance, including pollutants falling within the

provisions of 40 CFR §§ 129.4 and 401.15. Additionally, pollutants or pollutant

properties subject to 40 CFR §§ 403.5 and 403.6 are to be processed according to the
pretreatment standards applicable to such pollutants or pollutant properties, and such
standards constitute the Utility's minimum pretreatment standards. Any person or entity

introducing any such prohibited or untreated materials into the Company's sewer system

may have service interrupted without notice until such discharges cease, and shall be
liable to the Utility for all damages and costs, including reasonable attorney's fees,
incurred by the Utility as a result thereof,

REOUIREMENTS AND CHARGES PERTAINING TO SATELLITE SYSTEMS

a, Where there is connected to the Utility's system a satellite system, as defined
in DHEC Regulation RR.61-9.610.1, et seq., or other pertinent law, rule or

regulation, the owner or operator of such satellite system shall operate and
maintain same in accordance with all applicable laws, rules or regulations.

b. The owner or operator of a satellite system shall construct, maintain, and

operate such satellite system in a manner that the prohibited or untreated
materials referred to in Section 6 of this rate schedule (including but not
limited to Fats, Oils, Sand or Grease), stormwater, and groundwater are not

introduced into the Utility's system.

C, The owner or operator of a satellite system shall provide Utility with access to
such satellite system and the property upon which it is situated in accordance

with the requirements of Commission Regulation 103-537.

d, The owner or operator of a satellite system shall not less than annually inspect
such satellite system and make such repairs, replacements, modifications,

cleanings, or other undertakings necessary to meet the requirements of this

Section 7 of the rate schedule. Such inspection shall be documented by
written reports and video recordings of television inspections of lines and a
copy of the inspection report received by the owner or operator of a satellite

system, including video of the inspection, shall be provided to Utility. Should

the owner or operator fail to undertake such inspection, repair, replacement,
modification or cleaning, Utility shall have the right to arrange for such
inspection, repair, replacement, modification or cleaning, and to recover the

cost of same, without mark-up, from the owner or operator of the satellite
system. The Utility shall have in force at the time it makes any such

inspection, repair, replacement, modification or cleaning of a satellite system
general liability insurance coverage with a minimum limit of $1,000,000 per
event and an aggregate limit of $2,000,000.
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e. Should Utility determine that the owner or operator of a satellite system has
failed to comply with the requirements of this Section 7 of the rate schedule,

with the exception of the requirement that a satellite system be cleaned, the
Utility may initiate disconnection of the satellite system in accordance with

the Commission's regulations, said disconnection to endure until such time as

said requirements are met and all charges, costs and expenses to which Utility
is entitled are paid. With respect to the cleaning of a satellite system, the

owner or operator of a satellite system shall have the option of cleaning same
within five (5) business days after receiving written notice from Utility that an
inspection reveals that a cleaning is required. Should the owner or operator of

such a satellite system fail to have the necessary cleaning performed within

that time frame, Utility may arrange for cleaning by a qualified contractor and
the cost of same, without mark-up, may be billed to the owner or operator of
said system.

8. CONSTRUCTION STANDARDS

The Utility requires all construction to be performed in accordance with generally
accepted engineering standards, at a minimum. The Utility from time to time may
require that more stringent construction standards be followed in constructing parts of the

system.

9. EXTENSION OF UTILITY SERVICE LINES AND MAINS

The Utility shall have no obligation at its expense to extend its utility service lines
or mains in order to permit any customer to discharge acceptable wastewater into its

sewer system. However, anyone or any entity which is willing to pay all costs associated
with extending an appropriately sized and constructed main or utility service line from

his/her/its premises to an appropriate connection point on the Utility's sewer system may
receive service, subject to paying the appropriate fees and charges set forth in this rate

schedule, complying with the guidelines and standards hereof, and, where appropriate,

agreeing to pay an acceptable amount for multi-tap capacity.

10. CONTRACTS FOR MULTI-TAP CAPACITY

The Utility shall have no obligation to modify or expand its plant, other facilities
or mains to treat the sewerage of any person or entity requesting multi-taps (a
commitment for five or more taps) unless such person or entity first agrees to pay an

acceptable amount to the Utility to defray all or a portion of the Utility's costs to make
modifications or expansions thereto.
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11. SINGLE FAMILY EQUIVALENT

A Single Family Equivalent (SFE) shall be determined by using the South
Carolina Department of Health and Environmental Control Guidelines for Unit
Contributory Loading for Domestic Wastewater Treatment Facilities --25 S.C. Code Ann.

Regs. 61-67 Appendix A (Supp. 2011), as may be amended from time to time. Where the

Utility has reason to suspect that a person or entity is exceeding design loadings
established by the Guidelines for Unit Contributory Loadings for Domestic Wastewater

Treatment Facilities, the Utility shall have the right to request and receive water usage
records from that person or entity and/or the provider of water to such person or entity.

Also, the Utility shall have the fight to conduct an "on premises" inspection of the

customer's premises. If it is determined that actual flows or loadings are greater than the
design flows or loadings, then the Utility shall recalculate the customer's equivalency
rating based on actual flows or loadings and thereafter bill for its services in accordance

with such recalculated loadings.
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Audit Exhibits ICG-1 through ICG-4
Of Witness Ivana C. Gearheart
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Palmeflo Wastewater Reclamation, LLC d/bin Alpine Utilities
Doeket Number 2012-94-S

Operating Experience & Operating Ma_gln

Test Year Ending December 31, 2011

Sewer Operations

Settlement Agreement Exhibit 2
Audit Exhibit ICG-1

(t) (Z) (3) (4) (S)
Aceoontlng After

Appliroflon & Aeenunt[ng & After
Per Pro Forma Pro Ferme Propooed Propoe.ed

Books Adjustments Adjustments Increase Incrense._...

ODeratl_ Revenues:
Res[dential $ 191,775
Commercial 611,866

Multt.Femlly 885,687
Late Fees 2,339
Oth_ Sewer Revenues • Reconnect Fees 750
Other Sewer Revenu_. Re,brined Check Fee 50
MisocHaneousRevenue 0

Total Oneratin_ Revenues $ I 692 467

$ 339 (I) $ 192,114 $ 140,487 119)$ 332,601

(36,697) (2) 575,169 420,647 (20) 995,816
(33) (3) 885,654 647,718 _1) 1,533,372

0 2,339 1,711 (22) 4,050
0 750 0 750

40 (4) 90 0 90
17205 (5) 17_205 It 177 (23) 28382

$ _ $ 1_673,321 $ 1 221 740 $ _895,061

Oneratlne ]_xDens_.*

Sewer Operation and Maintenance Exper_es $
Admhis_'ative end General Expenses

Denreclatlon and Amor_tzatlon Exve nee

Depren[etloo Expense
Amortization Expezt_ - CIAC

Amortization Expense • Capitalized Maintenance
TaX¢_Other Than Income Tax Exvense

Taxes Other Tksa Incc_oo - Property Taxes
Taxes OtherThan Income * Payroll Taxes
Taxes OtherThan Inenme - Taxes and Licer_.s
Taxes O/her Than Inenme- SCPSCA_ment

Income Tax Exvense
Income Taxes - State Income Tax
Income Taxes - Federal Inoome Tax
Deferred In come Taxes

Inter_t Income and IntereSt Exeense - Net
In_e_ and Dividend Income
Int ev:._tIncome on MCEC Capital Credit
Intuest _pease

Total Overatin= Ex_._s ¢J

_{_{lnfome for Return

Oneratine Marcia

882,240 $ 78,683 (6) $ 960,923
730,498 153,892 (7) 884,390

68,609 66,776 (8) 135,385
114,563) 2,223 (9) (12,340)

0 121,899 (10) 121,899

20,286 936 (11) 21,222
12,140 (4,902) (12) 7,238
3,035 0 3,035

5,549 10,106 (13) 15,655

(i,455) (23,9o-9 (tO (25,36o)
(9,402) 054,420) (15) 1163,822)
3,923 0 3,923

(45) 45 (16)
(11,737) 11,737 07)

36 501 6t603 (18)

$ I 725579 $ 2691673

$ _ $ (288,819)

-I.96%

0

0

43_104

$ 1r9951252

8_

-19.24%

$ 0 $ 960,923
7,232 (24) 891,622

0 135,385

0 (12,340)
0 121,899

0 21_22
0 7,238
0 3,035

11,431 (25) 27,086

60,154 (26) 34,794
388,594 (27) 224,772

0 3,923

0 0
0 0

0 43 104

$ 467411 $_

$ 754,32 $ 432 .

14.94%
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ORS Alvlu¢

_L_

Atcotml_ al_ ]P_ f_UmmAdlu_m_ts

(2) i

(4) Otbt r S_w l_e_m_. Re lur_ _I CheEkF_'e

Palmel_o WaJlewater Rellamatton, LLC d/b/a Alpine Utilities

Docket Number 2012-94-S

Explxnutlon of Aee.o_el_ug and Pro Forma Adjustments

Telt Year Eudleg Deccm_r 51, 2011

]_rlp_en

Totdk_ re_t;d zc_'meeto rc_l theProfon_ mm2_erofct_to_rcn

_Jpresc_mt_

ToMjmt ccmme_eJ revem_tor_fl¢_ld¢ Wo formam_mberof

ctutccaePtat _t'e_t ra_e_.

To fljtt_ m_d.f_a_y rcv_u_ to r_flcct 6-,0pro fm mb_ of

To edict _ sew_ revmues.[eludedc_ f_ to r_fle_tthepm
focrnan_mbm atpnse_trites

To adje_lmlt_e_Imeo_revenuesto reflt_ i_o fecmant_mbenat F_Se_t
r_e&

Seffiement Agreement Exhibit 2

Audit Exhibit ICG-2

Page 1 of 3

Steer Op*r_eea*

ORS

$ 339 $ 0

s (67)s o

(44) o

(3,13_) 0

248,728 61,033

(u_3_s) o

04,7o_) o

IS,_ 320,9S_

(23,483) 0

(IS,,_) o

(_,_6s) o

(4j_) o

o
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ORS Alplue

Palmetto Wt stewater Re¢lamlflou, LLC ¢L_/a Alpine Utllll;.
Docket Numlgr 2012-94-S

Explanation of Accounting and Pro Forma Adjostments

Tat Year Ending December 31, 2011

Description

(7) Administrative and Gc_e_l Exca_u

(*) 3,._ Salute_uxlwages

(d) 4 ConLraclServ_c_ - Leg_J

(O Ccnu'tct _ • _ - M_llt,_eoes

(10 4S R_ofBulkfing/R_Vwpaty

O) Re_d o f _ulpmenl. Le_ E_pn-,_e."r_o,,.e _o¢.se

0) 4 Tra_port_ _

(k) 10 ReSxdUoeyCon',m_IOn_

0) 6 B_dDebt

(m) 11,14 Miscctlm*,ec_Expenz_

(7) Administrative and General Exc.m._l

Settlement Agreement F.xhlblt 2

Audit Exhibit ICO-2

Page2of3

S_er olxrtl_em

,oes

03323) 03.123)

(23,s_o) (23,s?0)

0.734) 27,274

(_,939) o

14,d¢_ 14,606

(614) 0

(2,73_) (2,73_)

(2,_4) 0

(126) 16,139

193 132 281 _L?

s_s _._

(8) 12 Deorecdt_ioa gt oe_te TOt_jusl the annmddep_chtton for pl_-.Ii_ se_i_. See A_it Exhibk

(9) Amorth_tlten ]Zxu_ - CIAC "to _4_ t_eamotiL_q ofCIAC, S_ Audit_..xhibh ICO -3, $ 2.223 $

0o) Amerfiut flea Igsocate.C_ol_l[z_d Ml{nlcnl_¢ ToIdJuKtheim¢tdzet_nof CetTi_izedM_t mtge. S_ A_dit F.a_blt

(at) s To u@._ l_puty I_xe*Io re_cl a_xal I_ bills ce v:rll'_l l:_terty

(13) 7 Ts ae*IInd Llcens4"-_7_CP,SC_m._t To ed_u_tf_ goss re_pu ard uu_ityu_,_t s_s_

04) Slate I.tome Taxe_ Utt]ltvOcCra_ne income To _djust _t_le income t_es usoc_ed wlth ORS's accounting aM _o

(I 5) _Fe_e_llaeome Taxt_l. Utility O_tln¢ Income To adj_t fedet'idincomeux_ lu.._¢htted w_th0_ af,co_t_g _d pro
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ORS Alp_e

Palmetto Wasttwater Rlf.lamatlon, LLC d/b/a Alpine Utlllllcl
Docket Number 2012-94-$

Expl_lnMlon of Accounting tad Pro Forint Adjustments

Test Year Ending December 31_ 2011

Ikstrlptlou

Settlement Agreement Exhibit 2

Audit E_hlbit ICG-2

Page3 of 3

Sewer Op_.attom

ORS Alphe

(16) Inle_t ind l)Ivltltnd fair,me

(I 7) Inltttll It_'etll l_ MCIK_ fill_llil Credit

(18)

Aulall_nfl Prat.reed lncflzle

(19) Selvlce Revenuel * Realdm _l I

To r_ove _leres¢ anddlvldead iacome.

T0 remoy8b_tae_llncom__1MCEC,

To lldJu_llilt Inllttll eiq_lle o_ilOl_-I¢.r__bl fit It,_O_tllng i_117_

TO_jusl_ _ _I fc¢OR_ rec_tct_allonoft_©

(_10) SetvlteR_=_ - Cemmt..r¢lll

(21) Servl_ Rrrtm.e_. Multi fill rally

(22) Othtr SewtrRtvmuts - Late Peel

(73) MI,4:t_ntout l_evmee

(2S) Tares had Ll_en_s. SCPSC Asttsament

(26) 13 _;b!|f ;nonme Tats. Utilib¢On_ra tln_ Inoom e

(2.7) 19 Vl_-_t IInt_m t TI [el. UItlIf#Oae ratt_EInf_lme

TOadj_l _ _e_ revm_ for ORS_rt_dcut_o_ 0f,he

CO=P_IS p_otoud _

To t_j_ for f_ tsscc_cd _$ Iht _s i_oposcd tnatast.

To i_lud© mlscelleneo_ terence usoc_ed _ilh theC_my's

proposed

To ldJ_l baddebt txpe_e Io te_e_l tl_ l,_l period revenueWdleCff
pe_cealt_e 1otheCom_)_s I_

To _ljusl for gm_s tcx¢_ _d u_i_ _¢._=l tasoclutd wi_ tl_

To_J_l tt_l¢ lac,emelaxe_auoc_aled_dth _e Cempa_y's pmpoa_d
_:re_, See Audi_I_ibil ICO-4,

To tdjul I fenced in¢_o_ ttxcs Itt._ated wlth O_ Com_l pml_o$¢d
l_e.u_ Sm AudllEx_it IO04,

s_s_

s_s_
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Palmetto Wastewater Reclamation, LLC d/b/a Alpine Ulllities

Doeket Number 2012-94-S

Computation of Depreciation and Amortization Expense

Test Year Ending December 31, 2011

Deoreelatlon Expense Adluslmeat

Plant in

Description Se_'vlce Adiustmanl_

Sewer- Gross Plaqt {'_ 12/31/2011
Land and Land Rights $ 40,842 $ 0

Buildings 13,499 0
Buildings. Fully Depreciated 1,333 0
Building - Mobile 21,853 0
Fence 11,030 0
Fence- Fully Depreciated 1,526 0
Power Generating Equipment 13,860 0
Manholes Extraordinary Maintenance 223,160 (I 1,900)
Manholes 0 574,610

Services to Customers- Elder Valves 2,959 0

Pumping Equipment 8,094 2,386
Pumplng Equipmant -Fully Depreciated 27,519 (2,386)
Cabinets 23,048 0

Chlorination Equipment - Fully Depreciated 13,991 0
Pumping Equlpmant 13,500 0
Pumping Equipment - Fully Depreciated 8,018 0
Other 541,082 1,117,498

Other - Fully Depreciated 413,642 0
Plant Sewers 17,856 0

Plant Sewers - FullyDepreciated 375,804 0
Other Plant and Miscellaneous Equipment 7,363 0
Office Furniture and Equipment 5,042 0
Computer Equipment 14,481 0
Power Operated Equipment 37,022 0
Communication Equipmant 468 0

Other Tangible Property 856 0
TOTALS $ 1,837,848 $ 1,680,208

Pro forma Service Depreciation Depreci_on

Plant Life Rate Expense

$ 40,842 N/A 0.00% $ 0
t3,499 32 3.13% 423

1,333 N/A 0.00% 0
21,853 16 6.25% 1,366
11,030 27 3.70% 408

1,526 H/A 0.000,6 0
13,860 20 5.00% 693

211,260 12 8.33% 17,598

574,610 45 2.22% 12,756
2,959 38 2.63% 78

10,480 15 6.67% 699

25,133 N/A 0.000,6 0

23,048 25 4.00% 922
13,991 N/A 0.00% 0

13,500 18 5.56% 751
8,018 NIA 0.00% 0

1,658,580 18 5.560,6 92,217
413,642 N/A 0,00% 0

17,856 35 2.86% 511

375,804 N/A 0,00% 0

7,363 15 6.67% 491
5,042 6 16.67% 841

14,481 6 16.67% 2,414
37,022 12 8.33% 3,084

468 I0 10.00% 47
856 10 10.00% 86

$ 3,518,056 $ 135,385

Per Books

ORS Adjustment(8)

N/A - Not Appllcabl*
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Palmetto Wastewater Reclamation, LLC d/h/a Alpine Utilities

Docket Number 2012-94-S

Computation of Depreciation and Amortization Expense

Test Year Ending December 31, 2011

Amortization of CIAC

Description

we* IAC 12 fill
C1AC

CIAC- Fully Amortized
TOTALS

PerBooks

ORS Adjustment (9)

F/A - Fully Amortized

Plant in

S=vice Adjustments

$ (185,000) $ 0 $

=

$ (451,045) $ 0 $

Pro forma Service Amortization Pm forma
CIAC Life Rato Amortization

(185,000) 15 6.67% $ (12,340)

(266_045) 15 F/A 0

(451,045) $ (12,340)

Amortization of Cooit_ltzed Maintenance

Pro forma

Description
Caultalized Maintenance

Line Cleating
Video Inspection

Root Cleating

Root Clearing- Satellite
Grease Removal

Line Clearing
Video Inspectfon

Root Clenrlng- Satellite
Grease Removal

Inflow Protectors

I&l Repairs via EM-Servien Cells

Video Inspection

Root Clesring

Line Clearing
Video Inspection
Root Clenrlng
l&l Repairs via EM-S¢rvtce Calls
Easement Cleating
Capitalized Maintenance Additions
TOTALS

Cepi_iand

Maintenance Adjustments

$ 15,020 $ (9,925) $
15,430 (14,970)

20,000 (2,5OO)

3,750 0,750)
2,465 0

11,702 0

10,395 0

17,500 (17,500)
230 (230)

6,975 0

11,368 (6,470)
200 (200)

2,500 (2,5oo)
7,490 0
3,418 0

50,000 0
10,858 0
2,850 0

0 475_383
$ 192,151 $ 417,338 $

Capitalized Amort. Amortization Aroortizatlan

Maintenance Years Rate Expense

5,095 5 20.000/0 $ 1,019
460 5 20.00% 92

17,500 5 20.00% 3,500

0 5 20.00% 0

2,465 5 20.00% 493
11,702 5 20.00°/0 2,340
10,395 5 20.000/0 2,079

0 5 20.OO°/0 0
0 5 20,00./0 0

6,975 5 20.00% 1,395
4,898 5 20.000/0 980

0 5 20.00./0 0
0 5 20.00% 0

7,490 5 20.000/0 1,498
3,418 5 20.00*/0 684

50,000 5 20.00./0 10,000

10,858 5 20.00% 2,172
2,850 5 20,00% 570

475_383 5 20.00.A 95 077
609,489 $ 121,899

Per Books

ORS Adjustment (10) $ 121,899
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Palmetto Wastewater Reclamation, LLC d/b/a Alpine Utilities
Docket Number 2012-94-S

Computation of Income Taxes

Test Year Ending December 31,2011

After Aesouutlne & Pro Fonnu Adlustmeuts

Description

Operating Revcouea

o_ _pen_

Net Operating Income Before Taxes

Le_s: AnnualJzed Interest Expense

Taxable Income - State

Slate Income Tax Rate

State Income Taxes

Le_: State Income Taxes per Book

Adjustment to Slate Income Taxes- ORS Adjustment (14)

Taxable Income - Fedetel

Federal Tax Rate

Federal Income Taxes

Less: Federal Income Taxes Per Book

Adjustment to Federal Income Taxes- ORS Adjustment 05)

Settlement Agreement Exhibit 2

Audit Exhibit ICQ-4

$
1,673,321

2:37,407

(464,086)
43_104

(507_190)

5%

(25,360)
,, (l,45S)

(z3,9os)

(481,830)
34%

063,822)
(9,4o2)

(1_4r420)

After Anollcant_s Promsed Increase

Description

Operating Revenues

Opc_ting Expenses

Net Operating Income Before Taxes

Less: Annualised Interest Expense

Taxable Income - State

State Taxable Incomu

State Income Taxes

Less: State Income Taxes As Aflj_ted

Adjustment to Slate Income Taxes - ORS Adjus-tment (26)

Taxable Income - Federal

Federal Tax Rate

Federal Income Taxes

Leas: Federal Income Taxes As Adjusted

Adj us_ment to Federa! Income Taxes - ORS Adjustment (27)

$
2,895,061

211561070,

738,991

43_104

695,887

5%

34,794

(25,3eo)

601154

661,093
34%

224372
(163,822)

,, , 3881594
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SETTLEMENT AGREEMENT

EXHIBIT 3

Revised Exhibits HKM-1 through HKM-6
Of Witness Hannah K. Majewski
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ORS BUSINESS OFFICE COMPLIANCE REVIEW

Utility: PWR-AIplne Utilities
Inspector: Willie Morgan, Hannah Majewskt
Office: 1710 Woodcreek Farms Rd., Elgin, SC
Utility Type: Wastewater
Date: September 18, 2012
Company Representative: DonnaTuttle, RickMetcher

Revis_
Exlfibit HKM-I

#

1

4

5

6

7
8

9

10

11

Compliance Retlulatlon

At[ records and reports available for
examinaUon in accordance with Rule
R,103-510.

In

Compliance

X

Complaint records maintained in
accordance with R,103-516 X
UtilRy's rates, Its rules and regulations,
and its up-to-date maps and plans X
available for public inspection in
accordance with R.103-530.
Establishedprocedures 'to assure that
every customer making a complaint is

! made aware that the utiUty ls under the X
jurisdiction of the South Carolina Public
Service Commission and that the customer
has the right to reRister the complaint in
accordance w_th R.103-530.
Deposits charged within the limits X
established by R,103-531.
Timely and accurate bills being rendered
to customers in accordance with R.103-
532.

X

31LIforms in accordance with R.103-532. X
Adjustments of bills handled in
accordancewith R.103-533 X

Policy for customer denial or
discontinuance of service in accordance X
with R.103-535.

Notices sent to customers prior to
termination1 in accordance with Rule X
R.103-535.

Notices filed with the Commissionof any
violation of PSCor DHECrules which X
affect service provided to its customersin
accordance with rule R.103-514-C.

Out of

Compliance

Comments

No depositscharged

Bills malted between the 3r_and 5=
of the month & due the last of the
month; bills are pro rated if service
beginsor ends durin_ the btUing
Cycle
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Roviscd

Exhibit HKM-I

#

12

Compliance Regulation

Utility has adequate means (telephone,
etc.) whereby each customer can contact
the water and/or wastewater utility at all
hours in case of emergency or
unscheduledinterruptions or service In
accordance with R.103-530.

13 Recordsmaintained of any condition
resulting In any Interruption of service
affecting its entire system or major
dlvislen, Including a statement of time,
duration, and cause of such an
Interruption in accordance with R.103-
514.

14 Utility advised the Commission, fn

15

16

17

18

19

20

21

Z2

accordance with Rule 103-512 of the
name, title, addressand telephone
number of the person who should be
contacted In connection with general
manaEement duties, customer relations,
engineering operations, emergencies
dudng non-office hours.

Jn

Compliance

X

X

Companyverified the maps on file with
the CommissionInclude all the service X

area of the company.
Number of customers the company has at X
)resent time.

Companyhas a current performance bond
on file with the Commission. Amount of X

bond: S350,000
Utility maintains a documented Safety
Pregram. X
Utility maintains a documented
Eme_ency Responseplan.
Utility maintains a documented
Preventative ht.aintonanceplan.
Utility submitted a current Annual Report.

Utility is in compliance with Gross
Receipts reporting and payment
regulations.

Out of

, Compliance

Comments

24 hour answering service with utility
on-call list

1,312 customers;(962 residential,
137 multi-family units, 213
commercial)
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@
ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspection Overview
Date Inspected: October 9, 20t2
Inspector Name: Willie Morgan, Hannah MaJewski, Ivana Gearheart
Docket Number: 2012-94-S

Utility Name: PWR - Alpine Utilities
Utility Representative: Craig Sherwood
Number of Customers:

System Type (collection,forcemain,lagoon,etc): collection, on-site treatment, discharge to Stoops Creeks
Location of System: Richland E Lexlogton Counties
Location of Utility Office: 1710 Woedcreek Farms Rd., Elgin SC
Treatment Type: Biological
Permit #: SC0029483
Last SCDHEC Compliance Rating: Satisfactory
Frequency checked by wW'rF Operator: daily
Drinking Water Provider: City of Columbia

Results

System components Inspected

1 ChWdnator

Compliance Comments

2 Other chemicals in use

3 Aerators present
4 Plant fenced and locked

5 Warning SignsVisible

6 Fence In good condition

7 Dikes in gocdcondition

8. Odor non-existent or limited
9

10

11

12

13

14

15

16

17

18

19

20

Grassmowed

Duckweed/Algae acceptable

Grease build.up acceptable
Plant free of debds

Effluent Color acceptable

Uff Stations present

Failure WarningSystem adequate

Electric Wiring adequate

System free of leaks

System free of overflows

Accessroad adequate

Ability for service area to expand

Additional Comments:

Yes No

X Chlorine _as cylinders used

X De-chlorination

X

X

X

X

X

X

X

X None

X

X

X

X Did not observe - 8 lift staUons present

X

X

X

X

X

X

Revised Exhibit HKM-2

Utility In processof building a new clarifler; repairs have been made to current claMfler. Two new digesters tn
service. Utility has also purchased a UVsystem for disinfecting wastewater but has not installed as of date of site visit.
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Palmetto Wastewater Reclamation, LLC d/b/a Alpine Utilities

2012-94-s

Service Revenues Impact

Revff, ed Exhibit HKM - 3

PWR- AI Year Revenues Bt Currer_ R_es

Servke
Clasdflcatlon

Type

Equlvall_t Fie per

Sendce Un_ Unit

Residential

Mobile Home

TOTAL RE6IDENTiAL REVENUE 956.00

Food Sewlce opert_ons &Groceries

Miscellaneous Commecdal

SEWER 5cl_o!s

Ll'lU_¢he$

95200 $16_5

100 5_3.23

1_00L37 $16:/5

_75L19 516_5

72.19 $1635

36.79 $1635

TOTAL COMMERII_AL REVENUE 2,861.54

_u_-family Unl_ Aparlment_

_ondomlniums, CareFacil_es, elc

TOTAL MULTI.FA,5_LY REVENUE

4,406.24 $16.75

440_24

TOTAL SEWER 6ERWCE REVINUE

Test Year

_I¢_late¢l

$19_96_
5_c.

$201_27!

$331,98._

$14,51(

$7,39_

$575,1_

5885,654

5585,65_

$1,6$2,937

ate Fees $2,339

_ther Sewer Revenues- ReConnectFees

_her Sewer Revenues.Return C]_ed<Fees

TOTAL OPERAllNG REVENUi

Miscellaneous Revenues

5750

590
$17,206

$1,_3.321

aassiflcatl_
Type

R_ldenfi_l

Mob_e Home

TOTAL RESIDENTIAL REVENUE

Food Ser_e oFerations & Groceries
MIsce,a neous Commerdal

SEWER Schools

Churches

TOTAL COMM ERO.ALREVENUE

Mu(fi-famfy Unlt_ Al_rtments,

Condominiun_, Care Fadfitier_etc.

TOTAL MULTI_FAMILY REVENUE

Fee I_.
Sewi_e Units Unit

955.OO $34.1_

1.00 $25.6]

g56JO0

1,751 19 $34.14

7Z19 $34.14

3639 $34.14

2,_1.54

4,406.24 $34.14

44O6.24

TOTAL SEWER SERVICE REVENUE

_her Sewer Revenues - Reconnect Fees

Steer Sewer Revenues -Return Ched¢Fees

Vtiscellaneo_sRevenues

TOTAL OPERATING REVSNUE

Test ye,_r %
Proposed Amount Zncr_e_e

$39_244 $199,289 103.8%

$3O7 5148 6_2%

5391.551 $199A37 103_%

$410,241 5208,%6 103_%

$717,428 $365,43! 103,8%

$29,675 515,065! io3.8%

$]5,072 $7,67; 103.8%

$1,172,316 5597,14_ 103,8%

51,805,148 $gzgA9_ 103,8%

$2,805,1.48' 5919,4g_ 103,8%

$3,369,0161 5_716,07l 103,R%

$4,76: 52,421 103r8%

5750 $0 0,0%

$_0 $0 0.0%

$28,382 $11.17, e5,69

53,403,00_ 51.729,68. _ 103A_
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Service Revenues Impact

Revenus; at Current Rates

.Sendr_ ai_r41flcat_on f.xlulvale_t Fee per
Type S_,vlce Units Unit

_e_de_tia) 955,00 $16.7S

Mobile Home ZOO $]3_3

TOTAL Ibt_D ENITAL REVENUE 956.00

Food SeMce operaSons & GrottOes 1'(X)L37

Miscellaneous Commercial 1,751.19

SEWER Schoots 7Z19

Q_urches 36.79

TOTAL COMMEROAL REV[N U£ 2,861,54

Multi-family Unit_ Apartments,

Condomlnkems,Cue FacilltJes,etc 4,406.24

TOTAL MULT/-FA*_Iy REVENUE 440(_4

$16.75

$16.75

516.75

516.7S

$16.75!

TOTAL SEWER $ERVZCEREVENI_

La_Fe_
O_er Se,ver Revenues - Reconnect Fees

Other Sewer Revenues -Return Chec_ Fees

_c_bneous Revenues

TOTAL OPERATING P,.EVEN UI

Test Year

Calculated

R#,v_,pIu_

519_9s_
515(

$192,13._

$201'2_.

$351'98!

$14,51(

$7,39._

SSTS,16S

5S115,654

$1,652,937

52,339

5750

SSO
$17,205

$1'679,321

PWR - AI

Se_ce

Type
G_lflcatlon t_rvlce Units

Residential 955.00

Mobile Home 1.00

TOTAL RF._D EWJRALREVENUE 93fi.00

Feeper

Unk

$29.87

$22A0

Food Se,_fce operations & Groceries 1,001.37 $29.87

Miscellaneous Comme_aJ 1'751.19 529.87

.%¢WER Schools 72.19 529.87

C_ufd_es 3E79 529.87

TOTAL COMMEROAL REVENUE 2,861.54

MuhJ- famlh/UnRs, Apadanent_ 4,406.24 $29.87
CondominJum_,Care Fadlides, et_

TOTAL MULTI-FAWELY REVENUE 4406.24

TOTAL SEWER SERV',CEREVENUE

LateFee_

Other Sewer Revenues - Reconnect Fees

Other Sewer Revenues-Return Chedc Fees

Miscellaneous Revenues

TOTAL OPERA1]N6 REVENUI

of Witness Don (

Test Year Incree_ed %

Proposed _nt ;n_'easo

$_2_10 $1_o,3ss 7&_
$269 5110 69.2_

$34_b"79 $150,46S 78.9_

5358,931 $157,696 78.3_

$627,697 $279,70_ 73.3_

$25,87( $11:36( 78,3_

5|3,18; ,, $5,79; 78,3'._

$I,025,69] .$4S0,52_ 7B.3_

$1,579,37.: $693,71S 78,3_

51.579,37.: 5693,71_ 783f(

$2,947,e4._$1'z94,7oe 7831(
$4,171 $1'8_2 78.31(

$750 $0 0.01(

$9O 50 0._

$28,38l $11,177 65.01(

$Z,981,O3e $1,307,715 78.2_

Revised Exhibit HKM - 4
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1, MONTHLY CHARGE

a, Residential - Monthly charger per

single family house, condominium,

villa or apartment unit

Current Proposed Proposed

Application Testimony

$16.75 $34.14 $29.87

b. Mobile Homes $13.23 $25.61 $22.40

c. ComInereial - Monthly charge per
single family equivalent $16.75 $34.14 $29.87

d, The monthly oharges listed above are minimum charges and shall apply even if
the equivalency rating is less then one (1). If the equivalency rating is greater that
one (1), then the monthly charges may be ealenlated by multiplying the
equivalency rating by the monthly charge.

Commercial customers are those not included in the residential category above and
include, but are not limited to, hotels, stores, restaurants, offices, industry, etc.
Minimum commercial customer equivalency ratings may exceed one (1) in some
Cases.

The Utility may, for the convenience of the owner, bill a tenant in a multi-unit
building, consisting of four or more residential units which is served by a master
sewer meter or a single sewer connection. However, in such cases all arrearages must
be satisfied before service will be provided to a new tenant or before interrupted
service will be restored. Failure of an owner to pay for services rendered to a tenant
in these circumstances may result in service interruptions.

2. NONRECURRING CHARGES

a, Sewer service connection charge per single
family equivalent $250.00

b. The nonreenrdng charges listed above are minimum charges and apply even if the
equivalency rating is less than one (1). If the equivalency rating is greater then
one (1), then the proper charge may be obtained by multiplying the equivalency
rating by the appropriate fee. These charges apply are due at the time new service
is applied for, or at the time connection to the sewer system is requested.

Page1 of 5



Order Exhibit No. 2

Docket No. 2012-94-S
Order No. 2013-3
January 8, 2013

Page 30 of 34

Palmetto Wastewater Reclamation LLC

d/b/a Alpine Utilities
2012-94-S

Currant and Proposed Sewer Rate Schedule

Revised Exhibit HKM - 5

3. NOTIFICATION, ACCOUNT SET-UP AND RECONNECTION CHARGES

a. Proposed Notification Fee:

A fee of $25.00 shall be charged each customer to whom the Utility malls the notice
as required by Commission Rule R,103-535.1 prior to service being discontinued.
This fee assesses a portion of the clerical and mailing costs of such notices to the
customerscreating that cost.

b. Proposed Customer Account Charge:

A fee of $20.00 shall be charged as a one-time fee to defray the costs of initiating
service.

c. Reconncction charges:
In addition to any other charges that may be due, a reconnection fee of $250.00 shall
be due prior to the Utility reconnecting service which has been disconnected for any
reasonset forth in R.103-532.4. Where anelder valvohas beenpreviouslyinstalled, a
reconnection charge of thlrty-five dollars ($35.00) shall be due. The amount of the
reconnection fee shall be in aocordanea with R. 103-532,4 and shall bo changed to
conform with said rule as the rule is amended from time to time.

4. BILLING CYCLE

Recurring charges will be billed monthly. Nonrecurring charges will be billed
and collected in advance of serviee being provided.

5. LATE PAYMENT CHARGES

Any balance unpaid within twenty-five (25) days of the hilling date shall be
assessed a late payment charge of one and one-half (1½%) percent.

6. TOXIC AND PRETREATMENT EFFLUENT GUIDELINES

The Utility will not accept or treat any substance that has been defined by the

United States Environmental Protection Agancy ("EPA') or the South Carolina
Department of Health and Environmental Control ("DHEC") as a toxic pollutant,
hazardous waste, or hazardous substance, including pollutants falling within the
provisions of 40 CFR §§ 129A and 401.15. Additionally, pollutants or pollutant
properties subject to 40 CFR §§ 403.5 and 403.6 are to be processed according to
the pmtreatment standards applicable to such pollutants or pollutant properties,
and such standards constitute the Utility's minimum pretreetmant standards. Any
person or entity introducing any such prohibited or untreated materials into the
Company's sewer system may have service interrupted without notice until such
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discharges cease, and shall be liable to the Utility for ell damages and costs,
including reasonable attorney fees, incurred by the Utility as a result thereof.

7. PROPOSED REQUIREMENTS AND CHARGES PERTAINING TO SATELLITE
SYSTEMS

a, Where there is connected to the Utility's system a satellite system, as defined in
DHEC Regulation 61-9.505.8 or other pertinent law rule or regulation, the owner
or operator of such satellite system shell operate and maintain same in accordance
with all applicable laws, rules, or regulations.

b. The owner or operator of a satellite system shell construct, maintain, and operate
such satellite system in a manner that the prohibited or untreated materials
referred to in Section 6 of this rate schedule (including but not limited to Fats,
Oils, Sand or Grease), storm water, and groundwater are not introduced into the
Utility's system.

The owner or operator of a satellite system shall provide Utility with access to
such satellite system and the property upon which it is situated in accordance with
the requirements of Commlasinn Regulation 103-537.

d, The owner or operator of a satellite system shall not less than annually inspect
such satellite system and make such repairs, replacements, modifications,
oleanings, or other undertakings necessary to meet the requirements of this
Section 7 of the rate schedule. Such inspection shall be documented by written
reports and video recordings of television inspections of lines and a copy of the

inspection report received by the owner or operator of a satellite system, including
video of the inspection, shall be provided to the Utility. Should the owner or

operator fail to undertake such inspection, Utility shall have the right to have
service interrupted without notice until such inspection is conducted, and shall be
liable to the Utility for all damages and costs, including reasonable attorney's

fees, incorred by the Utility as a result thereof.

e, Should Utility determine that the owner or operator of a satellite system has failed
to comply with the requirements of this Section 7 of the rate schedule, with the
exception of the requirement that a satellite system be cleaned, the Utility may
initiate disconnection of the satellite system in acoordnnco with the Commission's
regulations, and disconnection to endure until such time as said requirements are
met and all charges, costs and expenses to which Utility is entitled are repaid.
With respect to the cleaning of a satellite system, the owner or operator of a
satellite system shall have the option of cleaning same within five (5) business
days aRer receiving written notice from Utility that an inspection reveals that a
Gleaning is required. Should the owner or operator of such a satellite system fail
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to have the necessary cleaning performed within that time frame,, the Utility may
initiate disconnection oftha satellite system in accordance with the Commission's

regulations, and disconnection to endure until such time as said requirements are
met and all charges, costs and expenses to which Utility is entitled are repaid

8. CONSTRUCTION STANDARDS

The Utility requires all construction to be performed in accordance with generally
accepted engineering standards, at a minimum. The Utility from time to time may
require that more stringent construction standards be followed in comtrueting
parts of the system,

9. EXTENSION OF UTILITY SERVICE LINES AND MAINS

The Utility shall have no obligation at its expense to extend its utility service lines
or mains in order to permit any customer to discharge acceptable wastewater into
its sewer system. However, anyone or any entity which is willing to pay all costs

associated with extending an appropriately sized and constn_cted main or utility
service line from his/her/its premises to an appropriate connection point on the
Utility's sewer system may receive service, subject to paying the appropriate fees
and charges set forth in this rate schedule, complying with the guidelines and
standards hereof, and, where appropriate, agreeing to pay an acceptable amount
for multi-tap capacity.

10. CONTRACTS FOR MULTI-TAP CAPACITY

The Utility shall have no obligation to modify or expand its plant, other facilities
or mains to treat the sewerage of any person or entity requesting multi-taps (a
commitment for five or more taps) unless such person or antity EL,st agrees to pay
an acceptable amount to the Utility to defray all or a portion of the Utility's costs
to make modifications or expansions thereto.

11. SINGLE FAMILY EQUIVALENT

A Single Family Equivalent (SFE) shall be determined by using the South
Carolina Department of Health and Environmental Control Guidelines for Unit
Con_butory Loading for Domestic Wastowater Treatment Facilities 25 S.C.
Code Ann. Regs. 61-67 Appendix A (Supp. 2011), as may be amended from time

to time. Whore the Utility has reason to suspect that a person or entity is
exceeding the design loadings established by the Guidelines for Unit Contributory
Loedings for Domestic Wnstewater Treatment Facilities, the Utility shall have the
right to request and receive water usage records from that person or entity and/or
the provider of water to such person or entity. Also, the Utility shall have the
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right to conduct an "on premises" inspection of the customer's premises. If it is
determined that actual flows or loadings are greater than the design flows or
loedmgs, then the Utihty shall recalculate the customer s eqmvalency rating based
on actual flows or loadings and thereafter bill for its services in accordance with
such recalculated loadings.
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Bond Value Components

Sewer Oper_n and Maintenace

Expenses

Administrativeand General Expenses

TaxesOther Than Income Tax Expense
Income Tax Expense
Interest Income and InterestExpense-
Net

Bond Value Re_ulrement

,!012-94-S

Performance Bond Requirement

A]_ - Wastew_

Appllr.atlen Per After ORS's Proposed
Books Accc_ntlng & pro

fnrma Adh.w_-...,_-,_,

Af'/er AppUcont's

l_'oposed Increese
R_leul_l r_aO_

$882,240 $960,92_ $960,921

$730,498 $884,39( $894,62!
$41,010 $47,15[ $63,33!

($6,934) ($18S,2S_ $4SO,OS_

$24,719 $43,104 $43,10_
" '$_67_$33 $1,750,308 $2,412,041

Revised Exhibit HKM-6

Current Pefformen(e Bond Structure

(1) Bond Value

_revocable $tandby Lettei"of Credit $350,00¢

total Flr_n_l AssumlKo $350,000

F._piraflon Date
_/11/13

(1) Letter of Credit securespedorrnancebond of $350,O00for wastewateroperations.
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